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Performance Gold = Is It
Time for Mining Stocks?

Value investing is pain, and the higher the level of
pain, the better the future performance.

Jean-Marie Eveillard

e Following the successful breakout of the gold
price, now is the time for performance gold.
However, mining shares are not a simple buy-and-
hold investment, but require active management.

e An active mining stock strategy using our new,
proprietary Incrementum Active Aurum Signal is
clearly superior to a passive strategy from both a
performance and a risk perspective.

e While the gold price reached new all-time highs in
the spring, the valuation of gold mining
companies does not yet reflect the sharp rise in
profitability.

e In the short term, the technical situation for gold
miners seems somewhat extended. Additionally,
the second half of the year tends to be the less
bullish half for mining equities. In this respect,
any second-half pullbacks could offer attractive
entry points.

e We expect strong producer cash flows will lead to
replenishing their dwindling reserves through
acquisitions. The beneficiaries of this
development will be junior producers, well-funded
developers and explorers with world-class
discoveries in Tier 1 regions.

e Despite the largely positive developments, there
are still only a few sectors that are more
underweighted by investors than the mining
sector. This is reflected in the sector's almost
dwarfed market capitalization.



https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en

At the risk of oversimplifying,
gold equities display above-
average volatility because they
are affected by an above-average
list of externals. Trading profits
aside, daily volatility in gold
shares seldom corresponds to a
relevant change in underlying
corporate fundamentals.

Trey Reik

There’s two buttons I never like
to hit: panic and snooze.
Ted Lasso

You gotta make hay while the
sun shines, especially in the
Klondike.

Tony Beets
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Commodities and mining stocks are considered a highly complex and
demanding asset class. Fortunes are made and also quickly wiped out again.
Complex interactions between price trends, technical challenges in extraction,
management risks, substitution, and technological progress characterize the micro
level of the industry. Forecasts in this area, therefore, regularly turn out to be a

waste of time.

At the macroeconomic level, factors such as interest rates, energy and labor costs,
political uncertainty, and the interplay between inflation and deflation collectively
influence the success or failure of a mining investment. In our opinion, this

requires active timing when investing in mining stocks.

Time for Performance Gold?

“Should I buy gold or gold mining shares?” is a question journalists
and investors often ask us. Our slightly mischievous answer is usually that this
is as meaningful a comparison as between the Austrian ski jumping team and the

Brazilian national soccer team. The comparison only makes minimal sense.

Attentive readers of our gold studies are already familiar with our differentiation
between safe-haven gold in the form of physical gold on the one hand and
performance gold such as (gold) mining shares and mining funds on the other.
While the primary aim of acquiring physical gold, i.e. safe-haven gold, is to
preserve purchasing power, gold and silver mining shares and mining funds, i.e.
performance gold, offer the potential for significant capital growth.

Safe-haven gold Performance gold

Goal Monetary insurance Return and capital growth
Purpose Hedging against uncertainties, Benefit from rising gold prices and achieve a
P inflation, or other risks higher (risk-adjusted) portfolio performance
. . Gold mining stocks, gold funds or derivative
Shape Physical (coins or bars) . ! 1 5 8 tvatv
financial instruments
Acquisiti fi .
Costs cquisition costs (spread), costs for Transaction and management fees
safe custody
Physical store of value, no Potentially high returns, source of income
Advantages . .. . . R
counterparty risk (dividends, option premiums), flexibility
Disadvantages No productive capital Higher volatility, default / company risks
Preservation of capital and protection - .
Investment . . More speculative investment that targets price
against loss of value in times of
character movements and market trends

economic turbulence

Source: Incrementum AG

One thing is clear: gold mining shares are not a buy-and-hold
investment. The assumption that they are merely a direct lever on the gold price
is an oversimplification. Rather, every type of mining company — whether
explorers, developers, producers, or royalty companies — harbors a multitude of
risks and opportunities that go beyond the pure gold price and have a significant

influence on the price trend.

| #IGWT25
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ETFs
(precious metals)

Physical
(precious metals)

Source: Jefferies, Incrementum AG

Given the many risks, we advocate an active investment strategy when
dealing with gold mining stocks. This is because bear and bull markets in this
sector are typically more extreme than conventional equities.

Gold Miners* Bull/Bear Markets, 01/1970-04/2025
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Diversification is the only free A proven approach to risk diversification in a portfolio of mining
lunch in investing. stocks is to focus on royalty and streaming companies. These companies
Harry Markowitz are characterized by the fact that they do not operate their own mines, but focus on

acquiring rights to future gold and silver production.” Their business model has
proven to be extremely robust, as they generate solid returns during upturns and

are often more resilient than the overall market during downturns.

72 5ee “Royalty & Streaming Companies: An Excellent Way of Investing in Gold,” In Gold We Trust report 2022

* incrementum X | LinkedIn | #IGWT25
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What doesn’t kill me
me stronger.

Friedrich Nietzsche

Catenaccio is not just defending;
it’s about knowing when to

strike. You wait, you watch, and

then you kill them on the counter-.

Nereo Rocco
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GDX, GDXJ vs. Royalty & Streaming Stocks, in USD, 100 =

5000_1/2011, 01/2011-04/2025
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Wheaton Precious Metals
Source: LSEG, Incrementum AG

Thanks to their business model, which allows them to benefit from rising gold and
silver prices without bearing the direct operational risks of mines, they exhibit
remarkable anti-fragility. Their diversified portfolios reduce the risk of individual

mines and thus offer a better hedge against market fluctuations.

Gold mining stocks: Active management is required!
Gold and silver mining stocks are significantly more volatile than royalty and
streaming stocks. Despite the recent stellar performance, the gold mining
sector is still as unpopular with generalist investors as Elon Musk is
with civil servant unions.

Gold, GDX, and MSCI World, in USD, 100 = 01/2020, 01/2020-04/2025
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Source: LSEG, Incrementum AG

The Incrementum Active Aurum Signal

But what indicators are there for recognizing the optimal time to go on
the offensive and performance gold to your portfolio? And when is it time
— according to the football wisdom “offense wins games, but defense wins

championships” — to act more defensively?

Over the past years, we have worked intensively on this issue and developed a

signal that helps us precisely anticipate this point in time. The result of our

| #IGWT25
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The art of investment is the
discipline of inaction in the
absence of a good opportunity,
but aggressive action when one
is identified.

LiLu

incrementum

Performance Gold — Is It Time for Mining Stocks? 328

analysis is our proprietary Incrementum Active Aurum Signal. The
signal determines the optimum time to adjust the gold exposure in the

portfolio.

It examines when it is advisable to acquire performance gold in the form of mining
shares or equity funds to increase the gold beta. It also determines when it is
appropriate to take a more defensive approach to gold exposure. This can be
implemented, for example, by shifting from higher-risk mining stocks -
particularly in the small caps segment - to bonds issued by mining companies or
royalty and streaming companies, or simply by reducing the exposure in order to

achieve a lower overall beta to gold.

Composition of the signal
The Incrementum Active Aurum Signal consists of two sub-signals: the cycle
signal and the fundamental signal. The cycle signal is made up of five anti-cyclical

components:

— Momentum: Relative Strength Index (RSI) of gold mining stocks:
The RSI of the gold mining sector provides information on whether gold
mining stocks are overbought or oversold. This can be an indication that the

market is overheated or that a trend reversal is looming.

— Sentiment: CFTC net gold positioning: Total net gold positioning as
measured by CFTC data can indicate how market players such as hedge funds
and other institutional investors are positioned. Extremely positive or negative

sentiment can indicate that the market may be at a turning point.

— Risk appetite: Bollinger Bands on gold mining stocks/gold ratios:
Analyzing the Bollinger Bands of mining stocks versus gold and junior mining
stocks versus mining stocks can indicate how risk-averse investors are. High
volatility and a strong movement of the bands can indicate increasing

uncertainty and risk aversion.

— Macro environment: Treasury Inflation-Protected Securities
(TIPS): The TIPS analysis compares the real yield of inflation-protected bonds
with their 52-week moving average. This can provide an indication of market
expectations regarding inflation and real interest rates, which in turn can affect
the attractiveness of gold as an inflation hedge and thus also the price

performance of gold mining stocks.

— Boom/bust indicator: Gold mining stocks relative to their moving
average: The delta between the current price and the moving average can
indicate whether gold mining stocks are fundamentally overvalued or
undervalued. A significant delta can indicate that the market is in an

overbought or oversold phase, and a correction is likely.

| #IGWT25
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The greatest discoveries often All sub-indicators oscillate between 0 and 100, affecting the cycle

arise from a series of smaller signal with different weightings. Overall, this results in the cycle signal with a
discoveries that come together. value between 0 and 100. Buy or sell signals are achieved when the cycle signal is
Alexander Flemming above 85 (= sell signal) or below 20 (= buy signal). A high value therefore indicates

a potential overbought situation or a largely exhausted upside, while a low value

indicates an oversold situation and limited downside.

Gold Mining Stocks* (lhs, log), in USD, and Cycle Signal (rhs),
01/1972-04/2025
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Source: LSEG, Incrementum AG
*BGMI = 01/1972-06/2006, GDX = 06/2006—
Markets are never wrong - The second cornerstone of the Incrementum Active Aurum Signal is
opinions often are. the fundamental signal, which can be understood as a pro-cyclical
Jesse Livermore indicator for gold mining companies. A gold mining stock margin trend

channel was created as a central input factor that takes into account developments

on the commodities market.

In contrast to the cycle signal, the fundamental signal only has two
levels:
0: negative/weak fundamental environment

100: positive/strong fundamental environment

A buy signal is triggered at a value of 100, and a sell signal at a value of o.

Gold Mining Stocks* (lhs, log), in USD, and Fundamental Signal
(rhs), 01/1972-04/2025
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incrementum
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@S Fundamental Signal Gold Mining Stocks*

Source: LSEG, Incrementum AG
*BGMI = 01/1972-06/2006, GDX = 06/2006—

incrementum
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It is a capital mistake to theorize
before one has data.
Arthur Conan Doyle

The best investment is in
knowledge.

Benjamin Franklin
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Interpretation
The combination of the two sub-signals cycle signal and fundamental signal results

in the Incrementum Active Aurum signal, which has three different variations:

— Offensive: Both sub-signals indicate buy.
— Neutral: The two sub-signals give divergent orientations.
— Defensive: Both sub-signals indicate sell.

Gold Mining Stocks* (log), in USD, and Incrementum Active
Aurum Signal, 01/1972-04/2025

1,280 A
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320 A
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80 1
incrementum
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Defensive Neutral Offensive Gold Mining Stocks*

Source: LSEG, Incrementum AG

*BGMI = 01/1972-06/2006, GDX = 06/2006—
Backtesting properties
In the backtest since 1971, the Incrementum Active Aurum Signal
shows an average of 1.5 signal changes per year. We interpret this value

as positive.

A simple backtest strategy using the Incrementum Active Aurum signal can be
implemented by investing 100% in gold mining stocks in the case of an offensive
signal, 50% in the case of a neutral signal and 0% in the case of a defensive signal.
We have used the Barron’s Gold Mining Index (BGMI) as an investment
instrument for the backtest from 1971 to 2005 and the VanEck Gold Miners UCITS
ETF (GDX) from 2006 onwards. While the BGMI is the oldest gold mining share
index worldwide, the GDX is an investment vehicle in the gold mining sector in

which the vast majority of investors can invest globally.

The central question now is: How does the performance of an active gold
mining stock strategy using our Incrementum Active Aurum Gold Signal compare
to a passive strategy, i.e., a strategy in which one is always 100% invested in gold

mining stocks? The results speak for themselves.

| #IGWT25
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Volatility comes and goes, but
the quality of a company
remains.

Warren Buffett
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Performance Comparison: Active vs. Passive Gold Mining Stocks

Strategy*, in USD, 100 = 07/1971, 07/1971-04/2025
12,000 1

incrementum
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Active Passive

Source: LSEG, Incrementum AG

*BGMI = 01/1972-06/2006, GDX = 06/2006—
‘While a passive strategy has achieved around 716% since 1971 (CAGR of
3.98%), the active mining stock strategy has gained over 11,000%
(CAGR of 9.17%). In this context, it is positive to note that the excess return was
not achieved due to a period-dependent outperformance in a short period but
consistently over the entire period. Therefore, the relative performance

backtest results are independent of the time period.

Excess Return Active vs. Passive (lhs), and Gold Mining Stocks*

(rhs, log), in USD, 07/1971-04/2025
1800% A

1600% - incrementum
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mmmmm Excess Return Active vs. Passive Gold Mining Stocks*

Source: LSEG, Incrementum AG
*BGMI = 01/1972-06/2006, GDX = 06/2006—

Previously, we made it clear that investing in gold mining stocks may be a
deterrent for many investors due to their pronounced volatility. It is important to
look at performance as part of the backtest and to analyze key risk figures and
volatility.

The following chart illustrates the drawdown comparison between passive and
active mining strategies using the Incrementum Active Aurum signal. The result is
clear: the active strategy recorded significantly lower drawdowns. In addition,
the annualized volatility of the active strategy is 26.19%, which is more
than ten percentage points lower than the volatility of a passive
strategy (36.76%).

| #IGWT25
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Gains are overrated.

Avoiding loss is underrated.

D. Muthukrishnan
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Drawdown Comparison: Active vs. Passive Gold Mining Stocks
00/Strategy*, 07/1971-04/2025
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Source: LSEG, Incrementum AG
*BGMI = 01/1972-06/2006, GDX = 06/2006—

The results thus suggest that an active strategy supported by the Incrementum
Active Aurum signal is superior to a passive strategy in terms of both performance

and risk characteristics.

The signal enables an investment process that considers long-term market cycles
and short-term volatility to better adapt the portfolio to changing market
conditions. In the backtest, the Incrementum Active Aurum signal
demonstrates significant outperformance relative to a passive mining
stock strategy. This is illustrated by the following table, which lists both

performance and risk figures.

Passive vs. Active Gold Mining Stock Strategies, in USD, 07/1971-
04/2025

Passive Active
Performance 715.69% 11,107.38%
CAGR 3.98% 9.17%
Weekly standard deviation 5.10% 3.63%
Annualized volatility 36.76% 26.19%
Sharpe ratio 0.11 0.33
Sortino ratio 0.15 0.44
Omega ratio 1.04 1.16
Skew -0.49 0.05
Max. Drawdown -82.53% -60.18%
RoMaD 2.54 7.84

Source: LSEG, Incrementum AG
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I do not play according to a

given set of rules; I look for

changes in the rules of the game.

George Soros

Gold will continue to vanish into

private hoards against the day

that even no metallic money will

be had or seen any more...Gold

mines will once again be viewed

as mini-central banks.

Dan Oliver

Year Gold (USD)
2000 -5.3%
2001 2.4%
2002 24.4%
2003 19.6%
2004 5.6%
2005 18.1%
2006 23.0%
2007 30.9%
2008 5.4%
2009 24.8%
2010 29.5%
2011 10.2%
2012 7.1%
2013 -28.0%
2014 -1.8%
2015 -10.4%
2016 8.5%
2017 13.1%
2018 -1.5%
2019 18.3%
2020 25.0%
2021 -3.6%
2022 -0.2%
2023 13.1%
2024 27.2%
2025 YTD 25.3%
incrementum

Performance Gold — Is It Time for Mining Stocks?

334

The Big Long on Gold: Mining Shares as a

Strategic Lever

Having established the rationale for the active timing of mining shares,

let us now look at prevailing valuations in the gold mining sector.

History has repeatedly demonstrated that tactical exposures to gold

shares have delivered significant alpha during Federal Reserve easing

cycles or equity market declines. Given that we are in the early stages of an

easing cycle and anticipate heightened volatility and structural headwinds across

U.S. equity markets in 2025, we view gold mining stocks as well-positioned for a

sustained phase of relative outperformance.

Historical performance
In the following table, we present annual performances of spot gold, measured in
US dollars, the Arca Gold Miners Index (GDM), the S&P 500, and the DXY, as well

as annual averages for CPI, 10-year Treasury yields, and Federal Reserve funds.

We have selected these series to identify which economic variables

have been most correlated to the performance of gold and gold

equities. For the record, we use the GDM as our proxy for gold equities because
GDM is the index on which the popular VanEck Gold Miners ETF (GDX) is based.

Performance of Various Investments and Macroeconomic Indicators,

2000-2025 YTD

Silver (USD) GDM
-15.0% -31.3%
0.4% 39.3%
3.3% 79.7%
24.6% 47.1%
14.5% -9.6%
29.7% 29.1%
46.1% 21.9%
14.8% 16.9%
-23.5% -26.8%
48.9% 37.3%
83.4% 33.9%
-10.3% -16.2%
9.5% -9.9%
-36.0% -54.4%
-19.3% -12.7%
11.7% -25.5%
15.2% 53.3%
6.4% 11.3%
-8.7% -9.6%
15.2% 39.7%
47.8% 22.5%
-11.7% -10.9%
3.0% -10.3%
-0.9% 8.8%
21.5% 9.1%
12.9% 44.0%

S&P 500

-10.1%
-13.0%
-23.4%
26.4%
9.0%
3.0%
13.6%
3.5%
-38.5%
23.5%
12.8%
0.0%
13.4%
29.6%
11.4%
-0.7%
9.5%
19.4%
-6.2%
28.9%
16.3%
26.9%
-19.4%
24.2%
23.3%
-5.3%

DXY

7.5%
6.6%
-12.8%
-14.7%
-7.0%
12.8%
-8.2%
-8.4%
5.8%
-4.1%
1.5%
1.5%
-0.5%
0.3%
12.8%
9.3%
3.6%
-9.9%
4.4%
0.2%
-6.7%
6.7%
7.9%
-2.1%
7.1%
-8.3%

Source: LSEG (as of 04/30/2025), Incrementum AG

*Annual Average

Us CPI*

3.38%
2.83%
1.59%
2.27%
2.68%
3.39%
3.24%
2.85%
3.85%
-0.34%
1.64%
3.16%
2.07%
1.47%
1.62%
0.12%
1.26%
2.13%
2.44%
1.81%
1.24%
4.69%
8.01%
4.14%
2.95%
2.74%

Effective
Federal
Funds Rate*

6.24%
3.89%
1.67%
1.13%
1.35%
3.21%
4.96%
5.02%
1.93%
0.16%
0.18%
0.10%
0.14%
0.11%
0.09%
0.13%
0.40%
1.00%
1.83%
2.16%
0.38%
0.08%
1.68%
5.02%
5.14%
4.33%

US 10Y*

5.96%
4.96%
4.53%
3.99%
4.26%
4.26%
4.78%
4.57%
3.58%
3.27%
3.12%
2.73%
1.73%
2.36%
2.48%
2.09%
1.82%
2.33%
2.89%
2.08%
0.82%
1.45%
3.00%
3.97%
4.23%
4.28%
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The price of gold is at an all-time

high in both price and real terms.

Institutional investors are
ignoring this great opportunity
because gold is not in their
benchmark, and they remain
highly confident in equities.
What could possibly go wrong?

Charlie Morris

Jensen Huang is basically the
Taylor Swift of tech.
Mark Zuckerberg
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These statistics yield a few objective conclusions about the
performance of gold and gold shares. Concerning gold, the data support the
view that while gold prices can correlate to economic variables such as Federal
Reserve funds, 10-year yields, and CPI over short periods, these correlations
generally break down over the long run. Additionally, these figures corroborate the
contention that gold’s negative correlation to the US dollar is its sole correlation,
which tends to hold up over the long term. With respect to gold equities, this
historical data confirms that the primary driver of gold share

performance is the underlying performance of spot gold.

Gold shares and their inverse correlation to the

S&P 500

On a more subjective level, we offer a few observations about the long-
term performance of gold equities. First, the GDM Index (+768%) has
substantially outperformed the S&P 500 Index (+566%) since 2001. Second, it is
interesting to note that the GDM and S&P 500 have displayed a negative
correlation for much of this time span. Indeed, the negative correlation
between gold equities and broad equities is perhaps the most

underappreciated aspect of gold shares’ investment utility.

Over the past decade, central bank liquidity has made it somewhat
difficult for stocks to decline. However, on the few occasions when stocks
have suffered significant drawdowns, gold shares have provided reliable portfolio

protection.

— During the “long way from neutral” Q4 2018 market selloff (9/20/2018—
12/24/2018), the S&P 500 declined 19.78%, while the GDM increased 11.37%,
a 31.15% differential.

— Similarly, during the first 11 weeks of the 2022 stock market slide
(12/28/2021—4/18/2022), the S&P 500 declined 8.25% while the GDM
increased 29.83%, a 38.08% differential.

— And during the March 2020 Covid collapse (3/4/2020-3/23/2020), the
S&P 500 declined 28.52% and the GDM declined 24.53%, but by 8/5/2020 the
GDM had rallied 102.76% while the S&P 500 had only increased 48.73%, a
46.71% aggregate differential.

— And most recently, through 4/30/25, the S&P 500 had declined 9.36%, while
the GDM Index had increased 17.25%, a 26.61% differential.

To us, the inverse-performance potential of gold equities is eminently
logical. When market caps of stocks like Nvidia fluctuate hundreds of billions of
dollars per day, digging the earth’s crust for four parts per billion element is
unlikely to draw a big crowd. On the other hand, as the market declines of
Q4/2018, March 2020, and Q1 2025 demonstrated, when stocks do go down, they
tend to go down hard these days.
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Gold shares during Federal Reserve pivots

Moreover, gold shares have historically proven to be one of the best-
performing asset classes during the early phases of a Federal Reserve
pivot to an easing posture.

By way of example, there have been five prominent Federal Reserve
policy shifts toward an easing posture since 2000. Below, we outline
comparative performance statistics for the S&P 500, spot gold, and the GDM
immediately following these Federal Reserve policy changes. The
outperformance of gold shares has been nothing short of spectacular.

—  OnJanuary 3, 2001, the Federal Reserve responded to the bursting of the
dotcom bubble by cutting the federal funds rate from 6.50% to 6.00%,
commencing an easing cycle that would take rates down to 1.00%. During the
following 17 months through 5/28/2002, the S&P 500 declined 18.76%, spot
gold rose 20.92%, and the GDM soared 177.87%.

—  On November 25, 2008, in response to the spiraling GFC, then Federal
Reserve Chair Ben Bernanke finally embraced the nuclear option of
quantitative easing and launched QE1. During the following 12 months
(through 12/2/09), the S&P 500 increased 32.76%, spot gold rose 47.90%,
and GDM climbed 122.32%.

—  OnJanuary 19, 2016, in an effort to quell global market stress triggered by
the Federal Reserve’s 12/16/2016 liftoff, Janet Yellen signaled a pause in rate
hikes. Ultimately, the Federal Reserve did not attempt a second hike until 12
months later. During the seven months following Chair Yellen’s mea culpa,
i.e., through 8/12/2016, the S&P 500 rose 17.59% and spot gold 22.86%,
while GDM exploded 147.36%.

—  On December 19, 2018, Chair Powell (defiantly) hiked rates 25 basis points to
2.50%, predicted two 2019 hikes, and declared Federal Reserve balance sheet

» «.

runoff was “on autopilot,” “working well,” and “not subject to review.” Within
days, market reaction — and pressure from President Trump — was so severe
that the Federal Reserve executed one of its sharpest monetary policy U-
turns in history. The Federal Reserve abandoned rate hikes in early January
2019, shut down QT by June 2019, and cut rates by July 2019. During the
nine months following Chair Powell’s fateful hike, i.e. through 9/4/2019, the

S&P 500 rose 18.87%, spot gold rose 24.89%, and GDM increased 54.59%.

—  On March 16, 2020, the Powell Federal Reserve responded to the unfolding
Covid crisis by cutting Federal Reserve funds by 100 basis points, from 1.25%
to 0.25%. During the next five months through 8/5/2020, the S&P 500 rose
40.42% and spot gold 34.61%, while GDM soared 104.30%.

Importantly, these time frames have been tailored to present gold

equity performance in its strongest light. While it is impossible to predict

how gold shares will perform during future Federal Reserve easing cycles, the fact
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You get volatility in the market
because people overreact to
news, good or bad. That’s where
the bargains are.

Peter Lynch

Be right, when everyone else is
wrong, at scale.

Naval Ravikant
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remains that gold equities have historically proven to be a potent tactical

investment during the early stages of a Federal Reserve pivot to an easing posture.

HUI, in USD (Ihs), and Federal Funds Rate (rhs), 01/2000-04/2025
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incrementum =

600 4 +267% +26% F 6%
500 4 F 5%
400 A +30% - 4%
300 A1 F 3%
200 4 F 2%
100 A1 F 1%
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HUI
Source: LSEG, Incrementum AG

Federal Funds Rate

Looking ahead, the Federal Reserve initiated a rate-cutting cycle at its September
2024 FOMC meeting, which now stands at 100 basis points. During the seven-plus
subsequent months through April 2025, the S&P 500 had declined 1.16%, while the
GDM had increased 24.43%. The alpha generated by gold shares comes in
bursts, but when prudently deployed, it can dramatically alter long-

term portfolio returns.

Capital discipline and profitability

Today’s gold mining industry still fights lingering perceptions of poor
financial discipline and limited profitability. Dating back to industry write-
downs in the early 2010s, this reputation for capital mismanagement is no longer
warranted.”® Capital discipline has become a primary focus of the contemporary
gold mining industry. From the rigor of long-term stress testing to the
transparency of fully loaded cost reporting, industry financial controls have taken

enormous strides in the past decade.

Similarly, it is important not to confuse frequent capital market
financings with poor capital management. As long as management is
executing and milestones are met, capital intensity should not be
interpreted as heightened investment risk. All in all, financial discipline in
the gold mining industry far exceeds consensus perception. In fact, as
demonstrated by the Q1/2025 financial metrics in the following table, the capital
and leverage ratios of companies in the GDM compare quite favorably to the

S&P 500.

73 see chapter “Gold Miners’ Puzzle in This Market Cycle: To Grow or to Save?” in this In Gold We Trust report
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Debt Ratios: GDM Index and S&P 500, Q1/2025

Index GDM-Index
Current-Ratio 1.85
Net Debt/EBITDA 0.33
Total Debt/Enterprise Value 0.13
Total Debt/Total Equity 21.50
Total Debt/Total Assets 13.80

Source: Bloomberg, Incrementum AG
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S&P 500
1.23
1.40
0.21

112.32
26.06

Over the years, the capital intensity and operational complexity of gold mining

have earned the industry a reputation for challenging profitability. However, due

to improved management and capital discipline, today’s gold mining industry is far

more profitable than commonly perceived. In fact, gold mining companies

enjoy profit margins that compare quite favorably to those of the

S&P 500.

Profitability Ratios: GDM Index and S&P 500, Q1/2025

Index GDM-Index
Gross Margin 38.95
EBITDA Margin 41.85
Operating Margin 26.97
Profit Margin 2151

Source: Bloomberg, Incrementum AG

Historically cheap

S&P 500
34.32
20.88
14.34
13.42

Gold shares are historically cheap, whether measured against net asset

value, production, reserves or book value. We find it baffling that gold

equities are trading at their deepest discount to the gold price since the early stages

of the post-2000 runup. In the chart below, Scotiabank graphs the average and

weighted average discounts of producers in the Scotiabank universe for gold since

2008.

Average and Weighted Average Share Price of Gold Producers, in % of

Gold (lhs) and Gold (rhs), in USD, 01/2008-04/2025
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Mining is a search for truth,
hidden beneath layers of time
and rock.

Ron Netolitzky

When you buy gold, you're
buying insurance. When you buy
a gold miner, you're buying
leveraged speculation on that
insurance.

Rick Rule
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To investors comfortable with the Magnificent 7 market dynamics, the
intrinsic value of gold producers may hold limited appeal. But for investors
concerned about stretched equity valuations, approaching recession, or systemic
liquidity challenges, the opportunity to purchase high-quality mining assets at such a
steep discount to a gold price poised for significant gains is a golden investment
opportunity. It is no coincidence that high-profile contrarian investors, such as Elliott
Management’s Paul Singer, are emerging in the gold sector.

Outlook

During 2024, the S&P 500 increased 25%, bringing its two-year return

to a gaudy 57.8% and marking just the fourth occasion in 150 years the

Index posted 20%+ gains in consecutive years. In retrospect, 2024’s equity
rally was driven by three developments: the Fed’s easing pivot, Al exuberance, and
optimism over Trump’s pro-growth agenda. Currently, each of these

fundamentals is undergoing a downshift.

We believe US equities are due for a rough ride for the remainder of
2025. With gold setting all-time highs, we expect generalist investors to
gravitate to the safety of hard assets and the earnings leverage of gold
miners. As shown in the table, once investors begin searching for attractive
sectors outside the Magnificent 7, they are likely to be surprised by how attractive

gold share valuations have become.

Valuation Ratios: GDM Index and S&P 500, Q1/2025

Index GDM-Index S&P 500
Price/Earnings 20.08 24.01
Price/Cash Flow 10.52 19.13
Price/EBITDA 8.99 13.70
Price/Book Value 2.29 4.82
Enterprise Value/EBIT 10.88 22.94
Enterprise Value/EBITDA 7.01 15.75

Source: Bloomberg, Incrementum AG

The time may have finally come for gold mining stocks, as indicated by
the Incrementum Active Aurum Signal. Since December 2023, it has
been recommending an offensive positioning. Compared to past periods of
offensive signal phases, we are already in an advanced stage. Historically, the
average performance during these phases has been 23% over a 45-week span.
Currently, with a performance of 53% over 74 weeks, we are already exceeding
these averages. Nevertheless, the intact offensive signal still points to

further upside potential in the ongoing cycle.
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Gold Mining Stocks Performance®, if Incrementum Active Aurum
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The last interest rate hike cycle had a significant impact on investors’
risk tolerance. The wheat was separated from the chaff. A slightly
increasing risk appetite is evident in the following chart. Since 2024, junior
miners (GDXJ) have been gradually showing renewed relative strength
compared to the seniors (GDX).

GDXJ/GDX Ratio, 01/2010-04/2025
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The S&P 500/GDX ratio chart indicates that, after years of the S&P 500
outperforming gold miners, the trend is now reversing. The repeated
rounding tops since 2015, with the latest forming between 2023 and 2025, suggest
a maturing shift in relative strength toward miners. The recent drop below the
200-day moving average reinforces the view that gold miners are entering a phase
of renewed outperformance relative to the broader equity market. This potential
inflection point reflects both mean reversion and broader macro shifts, positioning

gold mining stocks as increasingly attractive compared to general equities.
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One of the things I have learned
as a portfolio manager — maybe
“the” hardest thing to do as a PM
— is to do nothing.

Steve Eisman

In mining, grade is king, but
management is emperor.

Mining industry saying

T've always said, the key organ
here isn’t the brain, it’s the
stomach.

Peter Lynch
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S&P 500/GDX Ratio, 01/2007-04/2025
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A brief final look at the relative valuation of mining stocks compared to gold. In
bull markets, gold mining stocks tend to trade at a premium to the price of gold.
The HUI/Gold ratio indicates that, for years, gold mining stocks have been trading
one standard deviation below the mean. Based on this indicator as well, gold

mining stocks appear to be glaringly undervalued.

HUI/Gold Ratio, 01/1997-04/2025
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The gold mining sector continues to struggle with a reputation for poor
financial discipline, a perception rooted in the wave of industry write-
downs in the early 2010s. We believe this reputation is no longer justified.
Particularly among the leading management teams, there is now a strong focus on
conservative financial practices. The sector has clearly learned from past mistakes.
Yet, broader groups of investors have yet to fully recognize the sector’s value
proposition. What matters most to us is that the sector is generating

significant free cash flow (FCF).

To fully harness the investment utility of gold equities, investors must look past
trading volatility in recognition of the value-creation opportunity mine
development brings to the secular trend of rising gold prices. All things considered,
building and operating gold mines is one of the longest-duration endeavors on the
planet. It is somewhat incongruous that equities of such long-term assets are

tossed around so ficklely by fluctuating economic data. Employing Warren
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Smells like potential.
Ted Lasso
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Buffett’s moat analogy, we would suggest there are few businesses as
immune to competition as a well-operated gold mine on a world-class
deposit. As long as management is executing and milestones are met, volatility in

gold shares is a nuisance that should not be confused with elevated risk.

Despite the largely positive developments we have described above, a
few sectors are still underweighted by the investment community more
than the mining sector. This is reflected in the sector’s almost dwarfed
market capitalization. In this respect, we expect mining stocks — and their
shareholders — to reap a rich harvest over the next few years after a grueling dry
spell. However, it is now up to the sector to deliver on the promises made in recent

years and build new investor confidence.
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Ronnie is managing partner of Incrementum AG and responsible for

Research and Portfolio Management.

He studied business administration and finance in the USA and at the Vienna
University of Economics and Business Administration, and also gained work
experience at the trading desk of a bank during his studies. Upon graduation, he
joined the research department of Erste Group, where in 2007 he published his
first In Gold We Trust report. Over the years, the In Gold We Trust report has

become one of the benchmark publications on gold, money, and inflation.

In 2014, Ronnie co-authored the international bestseller

,and in 2019 . He is a member of the board of
directors at Tudor Gold Corp. (TUD), and Goldstorm Metals Corp. (GSTM).
Moreover, he is an advisor to Von Greyerz AG, a global leader in wealth
preservation in the form of physical gold stored outside the banking system. He is

also a Member of the Advisory Board at Monetary Metals.

Mark J. Valek, CAIA

Mark is a partner of Incrementum AG and is responsible for Portfolio

Management and Research.

While working full-time, Mark studied business administration at the Vienna
University of Business Administration and has continuously worked in financial
markets and asset management since 1999. Prior to the establishment of
Incrementum AG, he was with Raiffeisen Capital Management for ten years, most
recently as fund manager in the area of inflation protection and alternative
investments. He gained entrepreneurial experience as co-founder of philoro
Edelmetalle GmbH. Since 2024, he has been a Member of the Advisory Board at
Monetary Metals. In 2014, he co-authored the book
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Incrementum AG

Incrementum AG is an owner-managed and FMA-licensed investment
and asset management company based in the Principality of
Liechtenstein. Our core competence is the management of investment

funds and asset management.

We evaluate investments not only on the basis of the global economic situation,
but also always see them in the context of the current global monetary system.
Independence and self-reliance are the cornerstones of our philosophy, which is

why the five partners own 100% of the company.

The publishing rights for the In Gold We Trust report were transferred to Sound
Money Capital AG in November 2023. The In Gold We Trust report will continue

to be co-branded with the Incrementum brand as usual.

We would like to thank the following people for their outstanding
support in creating the In Gold We Trust report 2025:

Gregor Hochreiter, Richard Knirschnig, Jeannine Grassinger, Lois Hasenauer-
Ebner, Stefan Thume, Theresa Kammel, Rudi Bednarek, Daniel Gomes Luis,
David Waugh, Handre van Heerden, Katrin Hatzl-Diirnberger, Ted Butler,
Thomas Vesely, Katharina Vesely, Niko Jilch, Florian Grummes, Elizabeth und
Charley Sweet, Anton Kiener, Matthias Fl6dl, Kazuko Osawa, Bruce (Yuichi)
Ikemizu, Max Urbitsch, Trey Reik, Tavi Costa, Velina Tchakarova, Dietmar Knoll,
Louis-Vincent Gave, Luke Gromen, Grant Williams, Markus Hofstadter, Seasonax,
Jochen Staiger, Ilse Bauer, Heinz Peter Putz, Paul Wong, Fabian Wintersberger,
Leopold Quell, Match-Maker Ventures, Harald Steinbichler, Richard Schodde,
Silver Institute, dem World Gold Council, Mining Visuals, the whole wonderful

team at Incrementum and of course our families!
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Contact

Sound Money Capital AG
Industriering 21

FL-9491 Ruggell

Fiirstentum Liechtenstein

Email:

Disclaimer

This publication is for information purposes only and does not constitute
investment advice, investment analysis or an invitation to buy or sell financial
instruments. In particular, this document is not intended to replace individual
investment or other advice. The information contained in this publication is based
on the state of knowledge at the time of preparation and may be changed at any

time without further notice.

The publishing rights for the In Gold We Trust Report were transferred to Sound
Money Capital AG in November 2023. Furthermore, the report continues to be co-

branded with the Incrementum brand as in the past.

The authors have taken the greatest possible care in selecting the sources of
information used and (like Sound Money Capital AG and Incrementum AG) accept
no liability for the accuracy, completeness or timeliness of the information or
sources of information provided or for any resulting liability or damages of any
kind (including consequential or indirect damages, loss of profit or the occurrence

of forecasts made).

All publications of Sound Money Capital AG and Incrementum AG are, in
principle, marketing communications or other information and not investment
recommendations within the meaning of the Market Abuse Regulation. Investment

recommendations are not published by either company.

Sound Money Capital AG is fully and exclusively responsible for the content of this
In Gold We Trust Report.

Copyright: 2025 Sound Money Capital AG. All rights reserved.

| #IGWT25


https://twitter.com/IGWTreport
https://www.linkedin.com/showcase/ingoldwetrust-report/
https://ingoldwetrust.report/
https://www.incrementum.li/en

In . We Trust

\

AGNICO EAGLE

AARMONY'

DN PAN AMERICAN
/]

— SILVER —

GOLD CORPORATION

@ ENDEAVOUR
MINING

MINING COMPANY

@ RovarGorp,INC

BARRICK

]

@
Silver

Bullion

nia Minin,
orporation Pic

FIRST MAJESTIC

MII\‘YE‘ RA
ALAMOS

Sprott

AN

RESOURCES

FIRST MINING
Lﬁ, GoLb

A
U/

MUNZE
OSTERREICH

N

TUDOR GOLD

DOLLY VARDEN

SILVER CORP

flexgold

Newmont.

US. GOLD

INTERNATIONAL AG

Fortuna
Mining

NORTHPEAK



https://www.linkedin.com/showcase/ingoldwetrust-report/
https://twitter.com/IGWTreport
https://www.incrementum.li/
https://ingoldwetrust.report/
http://ingoldwetrust.report
http://www.dollyvardensilver.com/
https://www.elementum-international.ch/en
http://www.fortunamining.com/
http://www.endeavourmining.com/
http://www.agnicoeagle.com/
http://www.edrsilver.com/
http://www.firstmajestic.com/
http://www.asantegold.com/
http://www.barrick.com/
http://www.caledoniamining.com/
https://www.pascoresources.com/
http://www.emxroyalty.com/
https://flexgold.com/en/
http://www.firstmininggold.com/
http://www.harmony.co.za/
http://www.hecla.com/
http://www.mcewenmining.com/
http://www.mineraalamos.com/
https://www.muenzeoesterreich.at/eng
http://www.newmont.com/
http://www.northpeakresources.com/
http://www.panamericansilver.com/
http://www.royalgold.com/
http://www.silverbullion.com.sg/
http://www.sprott.com/
https://tudor-gold.com/
https://www.usgoldcorp.com/
https://vongreyerz.gold/



